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The Business Enterprise and the Worker 


Peter Drucker, whom a reviewer in The New York 
Times calls “the most fruitful political thinker on these 
shores,” offers solutions or alleviations for many vexing 
economic problems in his new analysis of the “emerging 
industrial society.”* 

His thesis is that within the past forty years the “mass- 
production principle,” which was once “largely confined 
to the automobile industry,” has become “a general prin- 
ciple for organizing people to work together,” spreading 
not only through manufacturing but into agriculture, serv- 
ice occupations, scientific research, military organization, 
and so on. In his perspective, its geographic sweep is 
“undermining and exploding societies and civilizations 
which have no resistance to the new forces, no background 
or habit-pattern of industrial life to cushion the shock.” 
He regards it as a “world revolution made in U.S.A.” 

The “divorce of the worker from the product and 
means of production” makes “the organization rather than 
the individual” the productive entity. Such an order de- 
mands much more from the individual in terms of under- 
standing and support than traditional society has required 
—a type of intelligent, active citizenship that is very diffi- 
cult to attain. 


The business enterprise “has emerged as the decisive, \ 


the representative, and the constitutive institution.” This 
is true whether the enterprise is a privately owned, inde- 
pendently managed corporation, or government corpora- 
tion, or a Soviet “Trust.” And “the structure that we 
shall build in the industrial enterprise, the solutions we 
shall find—or fail to find—for its problems will thus de- 
cide the structure and the solutions of industrial society 
altogether.” The industrial enterprise has emerged as “‘an 
organ of society rather than of the state,” in origin as 
well as in function. This may herald a “reversal of the 
trend that has prevailed in Western history ever since the 
collapse of the medieval order . . . toward the state as 
the sole center, the sole focus, and the sole power.” 

As to profit, “profitability must be the sovereign crite- 
rion and rationale of the enterprise. It is the expression of 
both its responsibility to itself and its responsibility to 
society. . . . Archangels in command of an industrial en- 
terprise would have to make profitability as much the 
first law of their actions and policies as the greediest 
‘capitalist.’ ” 


1The New Society. By P. F. Drucker. New York, Harper and 
Brothers, 1950. $5.00. 
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As to the labor union, Mr. Drucker finds it indispensable 
because of the “duality of the industrial enterprise.” For 
“the economic responsibility of the enterprise to society 
and the survival of the enterprise as an economic pro- 
ducer” must be put before everything else, even the 
interests of the workers. “The only way to make the 
government of the enterprise legitimate is through a 
counterpower which represents the members against their 
government while at the same time itself forming a part 
of this government.” 


But the union must be subject to restrictions. “Organ- 
ized society cannot tolerate the existence of an unlimited 
and unregulated power of control over citizens. . . . There 
is no reason to assume that the union leaders in power 
today are any less able, mature, competent or willing to 
accept responsibility than any other group of men in 
public life. What they lack is opportunity. . . . Make it 
possible for the union to function within the enterprise 
and yet to i its opposition role, and all the other 
problems.of‘unionism become solvable.” 

As ‘to ownership and control, Mr. Drucker would have 
the practical dieee of ownership and management recog- 

e enterprises. “Instead of forty million shares 
each carrying a completely spurious claim to a micro- 
SCOPIC share in the ownership, there would be forty mil- 
lion ‘certificates of investment each carrying a perfectly 
genuine claim to a share in the profits and to a share in 
the assets in event of liquidation,” while the full legal 
title would be vested in a board of directors, representing 
management, investors, the plant community, and the 
local community. 

The organization of an autonomous “plant community” 
is strongly advocated, with citation of successful examples 
—exercising functions “which are only incidental to the 
economic performance of the enterprise” but concern the 
workers’ social life, and affording “a broad channel of 
communication between the enterprise and the workers.” 
Where a union participates the shop steward would be an 
agent of the self-government. When a profit-sharing plan 
or benefit plans are developed, the plant community would 
have responsibility for administration. 

Mr. Drucker, while devoting much attention to the 
problems of “big business,” does not ignore the problems 
of small business. “A positive, energetic, and courageous 
policy of encouraging the new and the growing erterprise 
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is the best safeguard against the evils of bigness and of 
overly-concentrated economic power.” 


While the author upholds the “free-enterprise society, 
as the term is understood in this country” as the best 
framework for economic enterprise serving society, he 
maintains that “some form of democratic socialism—or 
at least an approximation to it—is the only form in which 
a good part of the world today can have a free industrial 
society. ... The tremendous dislocation crisis from which 
Western and Central Europe and the formerly colonial 
areas suffer as a result of the industrial world revolution 
requires a degree of social discipline and a concentration 
of effort very similar to the requirements of a war 
economy and likely to be attainable only under a very 
strict organization of resources. If democratic socialism 
makes a virtue out of necessity, it is still a necessity... . 
What Americans mean by ‘free enterprise’ is so radically 
different from European ‘capitalism’ and even more from 
‘capitalism’ in the formerly colonial raw-producing areas 
that nothing but confusion can result in an attempt to try 
to project American concepts on Europe and European 
concepts on America. Indeed, to call the American sys- 
tem ‘capitalism’ is utterly ludicrous, considering what the 
term means elsewhere.” 


Do Unions Raise Wages? 


We have heard much of the “wage-price spiral.” The 
growth of two tightly organized power blocs, business 
and labor, competing for the greater share of the national 
produce, is said to be wrecking the “free market’ and to 
be precipitating a ruinous inflation. Nearly two years ago, 
Professor Charles E. Lindblom, in Unions and Capitalism 
(reviewed in INFORMATION SERVICE, Nov. 12, 1949) em- 
phasized this and other social and economic consequences 
of the development of such power blocs. 


Now in January Fortune Daniel Bell of its editorial 
staff discusses what he calls “the illusion of the wage- 
price spiral.” He cites several authorities to the effect 
that the economic role of unions is exaggerated. The 
position of “Lindblom, Machlup, Wolman, et al.,” accord- 
ing to Professor Dunlop of Harvard, “that there have 
been significant distortion and arbitrary movements in 
the wage structure can be rejected.” Over a period of 
years (1923-1940) the wage structure by industries ‘‘ap- 
pears to have responded more to changes in productivity 
and product market conditions than to changes in the 
extent of union organization.” Professor Milton Fried- 
man, of the University of Chicago, is quoted as pointing 
out that “the proportionately equally high wartime rise 
in the wages of domestic servants and coal miners” was 
due to market forces underlying both situations. And 
Professor T. H. Ross, of the University of Southern 
California, finds the influence of unions affecting “the 
internal distribution of labor’s share,” but sees no infla- 
tionary “effect on the total wage level.” 


Mr. Bell cites also a study indicating ‘‘that the steel- 
workers’ union did not affect the level of wages in basic 
steel from 1945 to 1948” and “that the negotiated wage 
decisions were more a reflection of demand and supply 
than a result of the bargaining process itself,” implying 
indeed “that collective bargaining may even have delayed 
wage increases by freezing rates for the period of the 
contract.” The same study compares wage movements 
in steel during a comparable non-union wartime and 
postwar period (1914-1920), when steel likewise was in 


high demand and labor short at stable rates. A labor 
union tends to stabilize an employer’s labor force, how- 
ever, since workers need not desert for higher opportuni- 
ties elsewhere. Heavy inflationary forces may exert their 
pressure through union demands, but that pressure is 
bound to be exerted anyway. “In the administered-price 
industries (auto, steel, etc.) it is likely that the effect 
of unions was to slow the acceleration of the price spiral. 
... The fear of wage rigidity narrows the amplitude of 
the wage pendulum.” 

“The influence of unionism on American society,” Mr. 
Bell concludes, is largely sociological. Many programs 
initiated by unions “have created a streamlined structure 
that managerial leadership itself failed to institute,” as 
in industries where “‘literally thousands of different wage 
rates” had existed within a plant. “In economic terms, the 
main impact of unionism would seem to be indirect. The 
existence of a high wage structure [attributable or not to 
union activity?] moves management to substitute labor- 
saving machinery for labor, thus reducing the unit cost 
of product and, in the long run, raising real wages. In 
the largest sense, unionism has helped to create a political 
environment whereby the measures it demands become 
part of a wider program for the governmental under- 
writing of social-welfare policies.” 


“A Rational Wage Policy” 


In The New Society (Drucker) reviewed above, the 
question raised by Fortune is apparently regarded as ir- 
relevant to present labor-management problems. The 
author, in his chapter on “A Rational Wage Policy,” 
advocates separation of negotiations over the wage burden 
from those over specific wage rates in concrete contract. 
He suggests industry-wide collective bargaining in each 
industry on basic issues, then against the background of 
a “general agreement” local bargaining on local con- 
tracts. This is especially important, he says, “if we are 
going to adopt predictable income and employment plans 
and profit-sharing plans, which will necessarily vary from 
enterprise to enterprise.” The basic problems on which 
he would seek compromise or general agreement are (1) 
‘whether production or income comes first,” (2) ‘“‘the 
relation between above-average or below-average produc- 
tive efficiency of an enterprise and its wage burden,” (3) 
‘who should receive the benefit of productivity increases,” 
and (4) when the worker should receive such benefits— 
before, as a possible incentive, or after, as a proper reward 
for his part, if any, in the increased productivity. Mr. 
Drucker sees here no panacea, but “in focusing collective 
bargaining on these basic and real issues . . . the biggest 
step toward a rational wage policy that would balance the 
interests of the enterprise, the interests of the worker, 
the interests of the union, and the interests of economy 
and society.” 

German Labor's New Plan 


The German trade unions have obtained a position for 
labor in the management of West German industry that 
has no exact parallel elsewhere, according to the New 
York Times, which editorially (Jan. 27) calls the change 
“a drastic industrial reorganization which is advanced in 
the name of economic democracy as an antidote to social- 
ism and communism, but which is certainly in the direc- 
tion of ‘cold socialization.’ ” 


The editorial continues: “By the new agreement, 
reached under the threat of a strike, the German trade 
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union leaders are guaranteed a 50 per cent share in the 
management of German industry, beginning with coal, 
iron and steel, without any financial risks to themselves 
or to their unions. They have exacted a law, to be passed 
immediately, which provides that labor, as represented by 
the trade unions, shali have equal representation with 
the old management in both the board of directors and 
an executive committee managing each company, as well 
as in a top organization, called a ‘senate,’ representing 
each industry as a whole. As members of these bodies 
the trade union directors and senators will have an equal 
voice with the old management, not only in matters of 
wages, hours and working conditions but also in all day- 
to-day operations, including business policy, production 
quantity and methods, purchasing, selling, amount of em- 
ployment, sale or shutdown of plants, and, most important 
of all, in appointments to management positions. The 
owners and stockholders are relegated to back seats with 
little voice in their companies’ affairs, and the only check 
on complete union domination is to be the presence in these 
bodies of either an ‘independent,’ a ‘technical,’ or in the 
case of the ‘senate,’ a government representative, holding 
the balance of power.” 


We may refer again to Mr. Drucker, who notes the 
continuing interest in workers’ ownership and its ac- 
companying workers’ management: “Yet wherever tried 
worker ownership has failed miserably. It failed in those, 
by no means infrequent, privately owned companies that 
were given to the employes, such as the Zeiss Optical 
Works in Germany-—worker-owned for a half century— 
or the even older worker-owned companies in France 
that go back all the way to Fourier. The elimination of 
the ‘alien’ owner and the substitution of worker owner- 
ship does not result in a ‘withering away of management’ 
or in any change in the behavior, the character, or the 
attributes of management. Though the profits go to the 
workers, the government of the enterprise is as little a 
government for the worker as it had been before. As one 
old employe of the most successful worker-owned com- 
pany in this country, the American Cast Iron Pipe Com- 
pany in Birmingham, Alabama, said when the workers 
were trying to organize a union against their own com- 
pany and against their own management some years ago: 
‘Sure this is my plant; but somebody has to protect my 
rights as a downtrodden working stiff against my privi- 
leges as a bloated capitalist stockholder.’ ” 

Mr. Drucker finds that worker ownership “fails equally 
in nationalized industries.” The drives for nationalization 
that occurred in Central Europe after World War | “col- 
lapsed because the workers lost faith in them when they 
failed to change the basic nature of the enterprise and its 
governmental authority.” Disillusionment is beginning to 
be experienced over the new Socialist regimes in Europe. 
The Labor Government in Britain now “insists on ‘pro- 
fessional’ management.” In Czechoslovakia the Commu- 
nist government is telling the union leaders that with the 
displacement of capitalism “there is no place for worker 
government.” “In the newly nationalized industries in 
France, government and worker have clashed head on in a 
fight between the demands of economic performance and 
security... . In Germany the new managers of the Ruhr 
industries—nominated almost entirely by the trade unions 
and composed of their men—have barely taken over; but 
already the men complain that they are just like the old 
bosses.” 
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Mr. Welles on Our Wartime Foreign Policy 


Two decisions in regard to our foreign policy during 
the war were particularly important, according to Sumner 
Welles, former Under-Secretary of State, writing in For- 
eign Affairs for January, 1951. The lack of any attempt 
to arrive at agreements with other members of the United 
Nations on political and territorial problems while the war 
was going on has been sharply criticized. Both President 
Roosevelt and Secretary Hull, with the approval of the 
Senate Foreign Relations Committee, were “officially 
committed” to a policy of reaching no agreements on ter- 
ritorial settlements until this could be done by a peace 
conference of the United Nations after the war. Both 
Prime Minister Churchill and Mr. Eden accepted this 
position. “For the time being, the Soviet government ac- 
quiesced.”” But the smaller countries were not enthusi- 
astic. Mr. Welles comments: “ .. . the representatives 
of almost all the smaller European members of the United 
Nations spoke to me of this, that or the other territorial 
rectification or reparation which they were determined to 
seek and which they hoped to consolidate by prior agree- 
ment before the end of the war.” 


The proposal to create a body representing all the 
United Nations which should be “prepared at the end of 
the war to present for the final approval of the peace con- 
ference a series of settlements and of postwar policies 
already agreed upon in principle” was turned down by 
the President. The “refusal to do so was in accord with 
the advice given him by the Joint Chiefs of Staff, by his 
Secretary of State, and by most of his White House ad- 
visors, as well as with the views then held by the Prime 
Minister of Great Britain.” 


But some territorial decisions had to be made during the 
war. Some of these were intended to raise the morale of 
certain countries (as in the declarations on Austrian inde- 
pendence, the future status of Italy, Korean independence, 
and the restoration to China of Manchuria, Formosa, and 
the Pescadores). At Yalta concessions were made to Sta- 
lin in regard to the Far East, and the future of Poland 
was discussed. This “fundamental modification of pol- 
icy” was made “without any realistic apprehension of all 
its implications.” 

Mr. Welles believes that the failure to provide for ade- 
quate consideration of territorial questions during the 
war was “largely responsible for the division of the world 
today into two hostile camps.” In 1941 Stalin demanded 
the Curzon Line as the boundary between Poland and 
Russia, the incorporation of Bessarabia and Esthonia, Lat- 
via, and Lithuania into the Soviet Union (with compen- 
sation to Rumania from Hungary for the loss of Bessa- 
rabia), and the Finnish border as it had been following the 
Russo-Finnish War of 1940. The only one of these that 
was regarded as entirely unacceptable was that for the 
Baltic States. Mr. Welles thinks that Stalin might have 
yielded on this point since he had in the past insisted that 
Soviet Russia wanted no additional territory, and that he 
was as fearful of a separate peace between Germany and 
Great Britain and the United States as the latter were of 
one between Germany and Russia. 

Far more successful was President Roosevelt’s initiation 
of discussions looking toward the United Nations in con- 
nection with the Moscow Declaration in 1942 and at Te- 
heran in 1943—though in 1941 he had opposed the idea. 
Among the factors leading to this change of opinion were 
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the success of the Inter-American Conference for the 
Maintenance of Peace at Buenos Aires in 1936, the “en- 
thusiastic reception” given the Atlantic Charter by Amer- 
icans, and the “mounting list of casualties within the fam- 
ily of nations.” Most important, however, was “‘the 
immense impact of Pearl Harbor itself. The disaster 
brought home to him the full realization that today Great 
Power aggression can be forestalled only by effective col- 
lective security.” 


By June, 1943, before the Teheran Conference between 
President Roosevelt, Churchill, and Stalin, the State De- 
partment’s “blueprint of the United Nations” was pre- 
pared. At Dumbarton Oaks there were only two “serious 
difficulties” in securing Russian cooperation: the right of 
Russia to three votes in the General Assembly and the 
right of each Great Power to a veto of “the mere consid- 
eration” by the Security Council of questions which might 
involve such a power. A compromise agreement was 
reached at Yalta which permitted a veto by a major power 
“to prevent sanctions against itself.” 


Mr. Welles thinks that President Roosevelt ‘saw more 
clearly than most of his contemporaries that the power and 
menace of communism lay in the fanatical faith of its 
prophets and of its addicts, even more than in the military 
force and vast potential resources of the Soviet Union.” 


Rural Activities of Y.M.C.A.’s 


Owen E. Pence has studied recent activities of Young 
Men’s Christian Associations in “small towns and rural 
areas” and reported to the Program Committee, National 
Council of Young Men’s Christian Associations. 


The National Council now recognizes nearly 100 town 
and country associations. There are also 16 county or 
town and country branches of city associations. Large 
numbers of other local associations provide “outreach serv- 
ices on a regular basis to surrounding communities.” 


Dwight L. Moody held evangelistic meetings in 1873 in 
Du Page Township, Will County, Ill. Soon thereafter 
Robert Weidensall, who was a travelling secretary “along 
the Pacific Railroad,” then under construction, organized 
there what he regarded as the “first practical step” toward 
Association work on a county basis. 


“Our Association is an association of farmers,” Henry- 
ville, Indiana, reported to an International Convention of 
1877. In Candor, Pa., the same year there were twelve 
members, claiming to be the first county association. 


There were evangelistic meetings, Bible study and de- 
votional programs. The movement spread. An Associa- 
tion in Monmouth County, Ill., bought a Ford car in 1912. 
This was hailed as a great event. John R. Boardman was 
engaged to help Mr. Weidensall. Later came Albert E. 
Roberts, Henry Israel, Dwight Drew, Ray Johns, to direct 
the national program. 


At present regular service programs of the Y.M.C.A.’s 
reach 2,983 of the 7,663 places of more than 1,000 inhabi- 
tants in forty-five states. “It is a much better service than 
many have supposed.” 

The movement has lacked “a clear, unequivocal state- 
ment of policy.” It has not even had “an affirmation of 
genuine interest in this field on the part of the supreme 
national organ of the Association.” 

Dr. Pence recommends noting “the significance of re- 
gional factors” in broad strategy. The appeal of remote- 


ness has been recognized but means of implementing it 
have been lacking. ‘““The recognition of affiliated com- 
munity committees should be greatly accelerated.” New 
men’s clubs in unorganized places should be encouraged. 


There is need for a sense of obligation for outreach 
services. The growing significance of suburbia needs 
much attention. The use of school time in programs has 
become a matter of importance. The values of a life- 
centered program should be tested among young adults. 
There might be novel programs not yet explored “for the 
air age.” The Association helped people adjust to previ- 
ous changes brought on by automobiles, etc. 


The religious needs of rural young people should be 
more searchingly studied. The status of the rural churches 
“is currently not too vigorous.” It would be fortunate 
indeed if the experience of the Y.M.C.A.’s with young 
people could be brought in as a reinforcement to the re- 
ligious efforts so central in rural welfare. 


The mimeographed report is entitled A Study of 
Y.M.C.A. Strategy in Small Towns and Rural Communi- 
ties (New York 7, National Board of the Young Men’s 
Christian Associations, 291 Broadway, 1950). 


Where Strong Churches Are Weak 


After concluding its series of articles on “Twelve Great 
Churches” the Christian Century (January 3), noted some 
of the elements of weakness found in these conspicuous 
towers of strength. There is some tendency on the part 
of the ministers to “subordinate the prophetic to the pas- 
toral claims of their calling.” 


Also, interchurch cooperation receives too little empha- 
sis: “With only a few exceptions, these congregations’ in- 
terest in and support of councils or federations of churches 
is entirely too casual. Ministers and church members are 
so absorbed in the work of their own congregations that 
they usually give comparatively little thought, time and 
money to cooperative Christian endeavor. This is gener- 
ally though not always a subject for apologies, and the 
trend is toward greater participation.” 

The rural churches appeared to have more influence on 
community life than the urban churches. “One reason 
which has been often advanced is that they are made up 
of homogeneous ethnic and cultural elements. Their peo- 
ple come from a common background, have similar ideas 
and share the same aspirations for their communities. But 
to a lesser degree this is also true of members of urban 
churches. Even in the larger cities, the church is more 
likely to take on the social character of its membership 
than it is markedly to change the outward form of that 
character. It might be argued with much truth that the 
effect of membership in the church is subtly to transform 
social life from within. But the weakness of this point 
is shown by the forms taken by congregational social ac- 
tion. None of these churches seriously attempts the 
Christianization of industrial labor, although the Bellevue 
Baptist Church in Memphis probably does more than many 
others to attract working people. While several churches 
have a few nonwhite members, none can honestly be called 
interracial. Thus fenced off from two of the greatest 
challenges to the expansion of the Christian faith in Amer- 
ica, the social expression of the gospel attempted by these 
churches is generally timid and is circumscribed by the 
economic and social character of their people’s lives.” 
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